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credits are allowed. 
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Background 

California allows indiv iduals, including other taxpayers operating under the personal 
income tax law, to claim credits and deductions of business expenses paid or 
incurred during the taxable year in carrying on commercial cannabis activ ity. This 
prov ision is operative for taxable years beginning on or after January 1, 2020, and 
before January 1, 2025.  

The intent of this law is to prov ide tax equity to the cannabis industry and allow 
commercial cannabis licensees, reporting under the Personal Income Tax Code, to 
claim deductions and credits available to other legal businesses in the state.  

Data Observations 

Tax returns reporting credits and deductions claimed for the 2020 tax year under 
Revenue & Taxation Code section 17209 are filed in 2021. Information on the 
California Form 4197 was used to complete this reporting requirement. Based on 
available data processed as of June 2021, the number of returns and the amount of 
deductions and credits claimed on the 2020 tax year returns cannot be disclosed 
due to state privacy rules. 

The FTB anticipates reporting the number and amounts of credits and deductions 
claimed for the full 2020 tax year returns filed in the 2021 calendar year in the next 
annual report due July 31, 2022.  

Please v isit FTB’s website for income tax information on the Cannabis Industry.  

 

https://www.ftb.ca.gov/file/business/industries/cannabis.html
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